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Annual  benefit 
statement  enclosed 

Enclosed  is  your  individual  State¬ 
ment  of  Account,  prepared  as  of  De¬ 
cember  31,1 996.  This  statement  in¬ 
cludes  contributions  and  service 
credit  accumulated  during  your  state 
employment. 

This  statement  lists  your 
beneficiary(ies)  currently  on  file 
with  SERS.  If  no  beneficiary  is  on 
file,  any  death  benefits  will  be  paid 
to  your  estate. 

Please  review  this  statement  care¬ 
fully  to  ensure  you  are  aware  of  all 
of  your  rights  and  benefits  from 
SERS.  Retain  this  statement  and 
keep  it  with  other  valuable  papers. 

Annual  financial  report  to 
the  membership 

Revenues 

Employer  and  member  contribu¬ 
tions,  as  well  as  income  from  invest¬ 
ments,  provide  the  reserves  neces¬ 
sary  to  finance  retirement  and  re¬ 
lated  benefits. 

For  fiscal  year  1 996  (FY96),  these 
revenue  sources  totaled  $845  million 
—a  51.2  percent  increase  from  fis¬ 
cal  year  1995  (FY95).  All  three  ma¬ 
jor  sources  of  revenue  experienced 
increases— the  single  largest  increase 
was  in  investment  income.  The  in¬ 
crease  in  employer  contributions 
was  approximately  $10  million,  (7.2 
percent).  Contributions  from  partici¬ 
pants  increased  by  $5.6  million  (4.3 
percent).  Investment  income  in¬ 
creased  a  phenomenal  $271  million 
(93.2  percent). 


Expenses 

The  primary  expense  of  a  retire¬ 
ment  system  is  the  payment  of 
benefits.  These  payments,  com¬ 
bined  with  administrative  ex¬ 
penses  and  refunds  of  participant 
contributions,  constitute  the  total 
expenses  of  the  State  Employees’ 
Retirement  System  (SERS). 

Expenses  for  FY96  were  3.8  per¬ 
cent  above  those  of  FY95.  This 
change  was  largely  due  to  an  in¬ 
crease  in  the  average  benefit  pay¬ 
ment  for  new  benefits  and  annual 
retirement  and  survivor  annuity  in¬ 
creases  granted  at  the  beginning  of 
each  calendar  year. 


Investments 

SERS's  investments  are  man¬ 
aged  by  the  Illinois  State  Board  of 
Investment  (ISBI)  and  are  main¬ 
tained  in  the  ISBI  Commingled 
Fund  (ISBI  Fund)  in  accordance 
with  state  statute.  The  ISBI,  an  in¬ 
dependent  state  agency,  also  man¬ 
ages  investments  for  the  General 
Assembly  and  Judges'  Retirement 
Systems. 

Fiscal  year  1996  was  an  im¬ 
provement  from  FY95  in  terms  of 
net  return  on  assets.  This  increase 
was  led  by  U.S.  and  international 
stocks.  Investments  in  limited 
partnerships  also  had  very  strong 
returns  in  FY96. 

The  ISBI  Fund  earned  a  total  rate 
of  return,  net  of  expenses,  of  16.6 
percent.  This  is  well  above  the  ISBI 
Fund’s  long-term  objective  of  earn¬ 
ing  4.5  percent  above  the  inflation 
rate  and  at  least  equalling  the  8  per¬ 
cent  actual  interest  assunmtion. 
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Funding  Progress 
As  of  June  30,  1996,  SERS 
had  a  funding  ratio  (net  assets 
divided  by  pension  benefit  ob¬ 
ligation)  of  59.5  percent.  The 
nearly  3.5  percent  change  in 
funded  status  is  the  direct  re¬ 
sult  of:  a)  superior  investment 
performance;  and  b)  increased 
employer  contributions  in  accor¬ 
dance  with  the  state’s  new  fund¬ 
ing  plan  discussed  on  page  2. 

A  retirement  system’s  finan¬ 
cial  strength  or  weakness  can  be 
determined  over  time  by  analyz¬ 
ing  the  funding  ratio.  Generally, 
the  higher  this  percentage,  the 
greater  the  level  of  a  retirement 
system's  financial  integrity. 

Investment  Portfolio 
Summary 
June  30, 1996 
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Equities 


Fixed  Income 


Condensed  Balance  Sheets 

June  30,  1996  and  1995 

1996 

1995 

Assets  ic. 

Cash 

$  51,602,122 

$  19,796,262 

•• . 

Receivables 

13,215,401 

9,669,056 

Investments,  at  cost 

4,333,563,775 

3,894,060,006 

Equipment,  net  of  acc.-Tlepreciation 

3,81 1,862 

4,099,793 

Total  Assets 

$4,402,193,160 

$  3,927,625,117 

Liabilities  and  Fund  Balance 

Total  Liabilities 

$  5,224,109 

$  4,528,552 

Fund  Balance: 

Total  Pension  Benefit  Obligation 

$  7,390,892,435 

$  6,988,469,665 

Total  Unfunded  Pension 

Benefit  Obligation 

(2,993,923,384) 

(3,065,373,100) 

Total  Fund  Balance 

$4,396,969,051 

$  3,923,096,565 

Total  Liabilities  and  Fund  Balance 

$4,402,193,160 

$  3,927,625,117 

Statements  of  Revenue,  Expenses  and  Changes  in  Fund  Balance 

June  30,  1996  and  1995 

1996 

1995 

Revenues 

Contributions: 

Participants 

$  137,220,037 

$  131,657,816 

Employer 

146,397,934 

136,589,471 

Total  Contributions  Revenue 

$  283,617,971 

$  268,247,287 

Investment  Income 

$  561,769,213 

$  290,780,045 

Total  Revenue 

$  845,387,184 

$  559,027,332 

Expenses 

Benefits 

$  352,478,133 

$  338,862,417 

Refunds  (including  transfers) 

13,382,158 

13,430,507 

Administrative 

5,654,407 

5,529,003 

Total  Expenses 

$  371,514,698 

$  357,821,927 

Excess  of  Revenues  over  Expenses 

$  473,872,486 

$  201,205,405 

Fund  Balance,  beginning  of  year 

3,923,096,565 

3,721,891,160 

Fund  Balance,  end  of  year 

$4,396,969,051 

$  3,923,096,565 

Economic  condition  and 
outlook 

New  funding  legislation, 
which  became  effective  July  1, 
1995,  provides  for  a  systematic 
50  year  funding  plan.  The  ulti¬ 
mate  goal  is  to  fund  the  cost  of 
maintaining  and  administering 
SERS  at  a  funding  ratio  of  90 
percent. 

Most  importantly,  this  funding 
legislation  provides  for  a  con¬ 
tinuing  appropriation  of  the  re¬ 
quired  employer  contributions  to 
the  System.  This  will  essentially 
remove  the  appropriation  of 
these  funds  from  the  annual  bud¬ 
getary  process. 

Although  long-term  in  nature, 
we  believe  this  legislation  is  an 
extremely  positive  step  forward 
that  will  ensure  the  long-term  fi¬ 
nancial  integrity  of  SERS. 

Visit  the  State  Retirement 
Systems’  new  home  page 
on  the  World  Wide  Web: 

http://www.state.il.us 

Our  e-mail  address  is: 

ser@pop.state.il. us 


The  SERS-O-Gram  is  published  by 
th eState  Employees  'Retirement  Sys¬ 
tem  of  Illinois,  2101  South  Veterans 
Parkway,  P.O.  Box  19255,  Spring- 
field,  Ill.  62794-9255  (217)  785- 
7444.  Chicago  office  --  James  R. 
Thompson  Center,  Suite  2-010,  100 
West  Randolph  Street,  Chicago  Ill. 
60601  (312)  814-5853. 

The  Executive  Secretary  is  Michael 

L.  Mory.  The  Board  of  Trustees 
consists  of:  Chairman  Kenneth 
Obrecht;  Director-Bureau  of  the  Bud¬ 
get,  Joan  Walters  represented  by 
Sharon  M.  Ward;  Comptroller  Loleta 
Didrickson  represented  by  Loren 
Iglarsh;  annuitant,  Edward  L. 
Stewart;  state  employee,  William  T. 
Margalus;  elected  annuitant,  Doris 

M.  Clark;  and  elected  state  employee 
Caryl  Wadley-Foy. 
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